
(Note 16 continued)

(1) Include..., purchase accounting adlustmer"1ts associated with Gr\XS purchase of rlu,ghes Alrcratt ''=OIll;)JrlV l.\t S1223 1111' nn In 1996 ',52: l)

nlillon, ') 1009 milhur.. and SO 4 million related to Telecommunlcdtlons and SOdee AerosDdu' ,md DClf'n'lt Sy<;\em-:, J~j CorJolJtc _~-:

Other respective'y I. S123 4 million In 1995 (521 0 million. S'OO 9 million and 515 rnrilion rel.llPd to Teiecommur"clt,ons ,wd 5p,1(,'

""CrOlpJU .1"C Dplense (,ystems ,md (orpnr,lte and Oth oc. respectively) Jnd S1)3 8 mill,nn In '994 (5210 million. SiOO 9 mill,or, "1(;

')19 million related to Telecom'nunlcatlons and Space, Aerospace and Defense Svstem':., ,md CorpUr,ltv ,mo Other r(~<'Of'ctlve''.

(2) identifiable dssets Include the unamortized purchase c1CCC'~ ntln~ adjustment<, associated with the purchase oi Hughes Aircraft Comp'l:1'! <1',

aetarled be'ow

Telecommunications Aerospace and Corporate
& Space Defense Systems and Other Total

1996 $ 468 0 S 2.247 8 $ 77 S 2,723 5

1995 4890 2,3487 81 28.. 58

1994 5100 2.4496 457 30053

13) TelecommunicatIons and Space lI1c1udes expenditures related to telecommunications and other equipment amounting to S1879 m,,,,on

52746 million. and ,2558 million ,n 1996, 1995, and 1994. respectively

A reconciliation of operating profit shown on the preceding page to Income before Income Taxes shO\I'O in

the Consolidated Statement of Income and Available Separate Consolidated Net Income follows:

(Dollars In Millions)

Operating Profit

Other Income - net

Interest Expense - net

Income before Income Taxes

Export sales from the u.s. were as follows:

1996

$1,472.0

173.8

(112)

$1,634.6

1995

$1,543.9

57.5

(7.5)

$1,593.9

1994

$ 1,5066

371

(151 )

$ 1,528.6

(Dollars In Millions)

Africa

Asia

Canada

Europe

Mexico

Other Latin America

Middle East

Total

1996

$ 42.2

1,168.1

721.3

1,296.8

196,2

115.5

250.9

$ 3,791.0

1995 1994

$ 25.4 $ 258

948.9 758,2

861.8 8763

929.4 6786

143.4 969

76.0 903

327.0 370.1
----._.- ------._-_.-

$ 3,311.9 $ 2,896.2

NOTE 17: COMMITMENTS AND CONTINGENCIES

Hughes signed agreements in 1995 and 1996 to procure commercial satellite launches, a significant number

of whIch are expected to be used in connection with satellites ordered by outside customers. The agreements

prOVide for launches beginning in 1998 and also contain options for additional launch vehicles. The total

amount of the commitment. which is dependent upon the number of options exercised, market conditions.

and other factors. could exceed $2 billion.
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""OTES TO CONSOLIDATED FINANCIAL STATEMENTS

In December I L>94. Hughes entered into an

,lgrcement with Computer Sciences Corporation

esc I whereby CSC pniVides a significant amount

ot the non-automotive data processing services

reqUired by Hughes. Basehne service payments to

esc arc expected to aggregate approximately $1. 5

billion over the term of the eight-year agreement.

The comract IS cancelable by Hughes with substan­

tial early termination penalties.

Minimum future commitments under operating

leases having noncancelable lease terms in excess of

one year. primarily for real property and satellite

transponders, aggregating $2,55Z.5 million, are

payable as follows: 5Z74.8 million in 1997. $Z44.5

million in 1998, $Z65.9 million in 1999, $Z89.7 mil­

lion in ZOOO. $208.8 million in ZOOI. and $1.268.8

million thereafter. Certain of these leases contain

escalation clauses and renewal or purchase options.

Rental expenses under operating leases were $Z79.4

million in 1996, $Z37.9 million in 1995. and $306.Z

million in 1994.

Hughes has issued or is a party to various guar­

antees and letter of credit agreements totaling

5813.4 million at December 31,1996. In the

Company's past experience. virtually no claims have

been made against these financial instruments.

Hughes and its subsidiaries are subject to poten­

tialliability under government regulations and vari­

ous claims and legal actions which are pending or

may be asserted against them. The aggregate ulti­

mate liability of Hughes and its subsidiaries under

these government regulations. and under these

claims and actions. was not determinable at

December 31. 1996. In the opinion of management

of Hughes. such liability is not expected to have a

material adverse effect on Hughes' consolidated

operations or financial position.

Hughes has maintained a suit against the u.s.
Government since September 1973, regarding the

Government's infringement and use of a Hughes

OPERATING" FINANCIAL REVIEW

patent (the "\Villiams PJtent' covering'Vtlollt\'

Control Jnd OnentatlOn of ~~ Spin Stabilized Bodv.·

principally satellites. On June 17. l<.Ill4. the U.S

Court of Claims awarded Hughes damages of 5114

million. Because Hughes believed that the record

supported a higher royalty rate. it appealed that

decision. The C.S. Government. contending that the

award was too high. also appealed. OnJune 19,

1996, the Court of Appeals tor the Federal CircUIt

affirmed the decision of the Court of Claims which

awarded Hughes $114 million in damages. together

with interest. The U.S. Government petitioned the

Court of Appeals for the Federal Circuit for a

rehearing. That petition was denied in October of

1996. The u.s. Government has filed a petition with

the u.s. Supreme Court seeking certiorari. In the

opinion of management of Hughes, there is a rea­

sonable possibility that this matter could be resolved

in the near term. While no amount has been

recorded in the financial statements of Hughes to

reflect the $114 million award. a resolution of this

matter could result in a gain that would be material

to the earnings of General Motors attributable to

Class H common stock.

NOTE 18: SUBSEQUENT EVENT

On January 16. 1997. GM and Hughes announced

a series of planned transactions that would impact

the defense electronics. automotive electronics and

telecommunications and space businesses of

Hughes. The transactions would include:

• The tax-free spin-off. of 100% of the Hughes

defense business. to holders of GM's $1-% par \'alu~

and Class H common stocks;

• The tax·free merger of the Hughes defense

business with Raytheon Company (Raytheon,

immediately following the spin-off. after which there

would be outstanding two classes of

Raytheon/Hughes defense common stock;
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• The trcmskr of Dclco ElectrOniCs I Delco', the

.IUt01110t1\'1' e!cctronics subsidiary of Hughes. from

Hug)les If) CM's Delphi :\ulOmctl\'c Systems Jnd.J

rcalloccllion of the derivClti\'l: interest in the earnings

of Delco currently held bv Class H cummon stock·. .
holders to holders of $1· lll par value common stock:

and

• The recapitalization of Class H common stock

into J tracking stock linked to the telecommunica­

tions and space business of Hughes, CM would can·

tinue to own 100% of Hughes, which would hold

and operate its existing telecommunications and

space business.

The distribution of stock in the Hughes defense

business to holders of C M Class Hand $1- 2/J par

value common stock would be in a ratio that would

be determined by CM's Board of Directors to be fair

to both classes of stockholders and would reflect:

( 1) a pro rata spin-off of the Hughes defense busi­

ness to holders of CM Class Hand $1-% par value

Class H common stock; (2) a partial reallocation of

the Hughes defense business from holders of CM

$1- 2
/3 par value common stock to holders of Class H

common stock in exchange for the derivative inter·

est in the earnings of Delco currently held by the

Class H stockholders: and (3) other effects and fac­

tors relating to the planned transactions. Such a dis­

tribution ratio will be set by CM's Board of

Directors at a time closer to CM's distribution of the

solicitation statement/prospectus pursuant to which

CM stockholders will be asked [Q approve the trans-

actions,

The planned transactions are subject to approval

by holders of CM $1-% par value and Class H com­

mon stock. In addition, the merger of the Hughes

defense business with Raytheon. which is contingent

upon the spin-off of the Hughes defense business. is

subject to approval by the stockholders of Raytheon,

The planned transactions also are subject to a vari­

ety of rebTUlatory approvals and actions. including

---------,-------

anti-trust dt'ClrancL' .Hlli receipt of rulings by the

Internal Revenue SnVlce that the spin-oft oi the

Hughe:; defense bu:;iness would be tax·iree to C'v1

and its stockholders,

The spm-off is not being proposed in .1 manner

that would result in a recapitalization of Class H

common stock into $1- 2/, par value common stock

at a 120'Yl. exchange ratio. as currently prQ\'ided for

under certain circumstances in CM's Restated

Certificate of Incorporation, as amended.

No assurances can be given that the above trans­

actions will be completed; however. management of

CM and Hughes and CM's Board of Directors

expect to solicit stockholder approval during late

1997. after certain conditions are satisfied.
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.UPPLEMENTAL INFORMATION

SELECTED QUARTERLY DATA (UNAUDITED) (Dollars in Millions Except Per Share Amounts)

1996 Quarters 1995 Quarters

1st 2nd 3rd 4th 1st 2nrl 3rd 4th -~--

Revenues 53,7367 $4,062.5 $3,822.6 $4,296.1 $3,578.8 $3,723.6 53,441.3 $4,028.1
----_.----.- - '--- ------

Income before income taxes S 472.5 S 448.3 $ 3662 $ 347.6 $ 403.3 $ 436.3 $ 310.6 $ 4437

Income taxes 1914 172.3 144.7 97.3 165.4 1788 121.6 179.8 -._---,. ._------ ~ ..__.._---- --- - ~

Net income S 2811 S 276.0 $ 221.5 $ 250.3 $ 237.9 $ 257.5 $ 1890 $ 263.9

Earnings used for computation of -available separate consolidated
net income S 311.7 $ 306.6 $ 252.0 $ 280.9 $ 268.9 $ 288.4 $ 256.1 $ 294.4

----- - -------------

Average number of shares of General
Motors Class H common stock -
outstanding (in millions) 97.4 98.2 98.8 99.3 94.2 95.4 95.9 96.5

Class H dividend base (in millions) 399.9 399.9 399.9 399.9 399.9 399.9 399.9 399.9 ....
Available separate consolidated

net income $ 76.0 $ 75.2 $ 62.3 $ 69.8 $ 63.3 $ 68.8 $ 61.4 $ 71.1

Net earnings attributable to
General Motors Class H

w

common stock on a per.. share basis $0.78 $0.77 $0.63 $0.70 $0.67 $0.72 $0.64 $0.74

Stock price range of General ..
Motors Class H common stock

High $63.38 $68.25 $61.38 $59.25 $41.75 $41.63 $42.75 $50.00

Low $45.00 $57.50 $53.13 $49.50 $33.25 $37.75 $39.13 $39.50 •

..

..

•

•
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Selected Financial Data (UNAUClITED) (Dollars in Millions Except Per Share Amounts)

"- 1996 1995 1994 1993 1992
-

Revenues 515,9179 $14,771.8 $14,0994 $13,517.5 512.297,1

Earnings (Loss) used for computation- of available separate consolidated
net income (loss) 5 1,151.2 $ 1,107.8 $ 1,049.2 $ 921.6 $ (9216)

Average number of shares of General- Motors Class H common stock
outstanding (in millions) 98.4 95.5 92.1 88.6 753

Class H dividend base (in millions) 399.9 399.9 399.9 399.9 399.9

- Available separate consolidated net income (loss) S 283.3 $ 264.6 $ 241.6 $ 204.5 $ (142.3)

GM Class H cash dividends $ 94.4 $ 87.9 $ 73.8 $ 64.1 $ 53.3

Dividend payout ratio (1) 35.7% 36.4% 36.0% N/A 510%- Earnings (Loss) attributable to General

Motors Class H common stock on a

per share basis before cumulative- effect of accounting changes $2.88 $2.77 $2.70 $2.30 $(0 11)

Earnings (Loss) attributable to General

-. Motors Class H common stock on a- per share basis after c\Jmulative

effect of accounting changes $2.88 $2.77 $2.62 $2.30 $(2.29)

Capital expenditures (2) $ 840.2 $ 820.3 $ 746.3 $ 580.0 $ 558.5
..... Cash and cash equivalents $ 1,161.3 $ 1,139.5 $ 1,501.8 $ 1,008.7 $ 702.7

Working capital $ 2,879.4 $ 2,502.0 $ 2,695.5 $ 2,165.2 $ 1,692,4

Total assets $16,480.1 $15,974.4 $14,850.5 $14,117.1 $14,209.2- Long-term debt and capitalized leases $ 34.5 $ 258.8 $ 353.5 $ 416.8 $ 7110

Return on equity* (3) 11.6% 11.5% 12.1% 11.3% (13.9%)

- Income (Loss) before interest and taxes as
a percent of capitalization (4) 18.3% 18.7% 19.0% 18.0% (23%)

Pre-tax return on total assets (5) 10.1% 10.3% 10.6% 9.7% (1.8%)

- . Includes unfavorable cumulative effect of accounting changes of 5304 million in 1994 and 5872.1 million in 1992.

(1) GM Class H cash dividends divided by available separate consolidated ne.t income for the prior year.

(2) Includes expenditures related to telecommunications and other equipment amounting to 5187.9 million. 5274.6 million, 5255.8 million. 5131.1 million, and 5101.6 million In

.... 1996, 1995, 1994, 1993. and 1992, respectively.

(3) Net Income (Loss) divided by average stockholder's equity (General Motors' equity in its wholly-owned subsidiary, Hughes). Holders of GM Class H common stock have no

direct rights in the equity or assets of Hughes, but rather have rights in the equity and assets of GM (which includes 100% of the stock of Hughes),

(4) Income (Loss) before interest and taxes divided by average stockholder'S equity plus average debt.

(5) Income (Loss) before Income Taxes divided by average total assets,-
-
-
- ----._---- """-'---
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GM Has Two Classes of Common Stock

This annual report is prepared for the benefit of

holders or General Motors Corporation ("GM")

Class H common stock. GM has two classes of

common stock. Class H (ticker symbol GMH) and

S1"2/3 par value (ticker symbol GM). Holders of

Class H common stock have no direct rights in the

equity or assets of Hughes Electronics Corporation

(Hughes), but rather have rights in the eqUity and

assets of CM, which includes 100 percent of the

stock of Hughes. For purposes of determining the

approximate earnings per share attributable to Class

H common stock for financial reporting purposes,

an investor may divide the quarterly Hughes earn­

ings allocated to Class H common stock (the

Available Separate Consolidated Net Income of

Hughes) by the weighted-average number of shares

of Class H common stock outstanding dUring such

quarter. Earnings per share of GM $1-2/3 par value

common stock are calculated on the consolidated

earnings of GM excluding the aggregate earnings

attributed to the outstanding shares of Class H

common stock.

Class H is a GM Stock with Dividend Payments

Linked to the Performance of Hughes

Class H common stock, which is issued by GM,

is designed to provide holders with financial returns

based on the performance of Hughes and not the

performance of any other CM subsidiaries, divi·

sions, or operations. The current dividend policy of

the GM Board of Directors is to pay quarterly divi­

dends on Class H common stock at an annual rate

equal to approximately 35 percent of the Available

Separate Consolidated Net Income of Hughes for

the prior year as described herein. The Board may

change dividend practices and policies with respect

to Class H common stock, or any other class of GM

common stock, at any time.

Earnings Attributable to Class H Stock are

Not Affected by Hughes Aircraft Company

Acquisition Intangibles

The Hughes Consolidated Statement of (ncome

reflects amortization and adjustment of purchase

accounting adjustments arising from GM's acquisi­

tion of Hughes Aircraft Company in 1985 of $122.3

million in 1996, S159.5" million in 1995 and S123.8

million in 1994. Also. $2.7 billion and $2.8 billion.

respectively, of related unamortized intangible assets

are included in the December 31, 1996 and 1995

Consolidated Balance Sheet. GM's Certificate of

Incorporation provides that, in calculating the

amount available for payment of dividends on Class

H stock (which amount is also used to calculate the

earnings attributable to Class H stock on a per share

basis), amortization and adjustment of the excess

purchase price for the acquisition of Hughes Aircraftil

Company will not be charged against the earnings 0' ·
!

Hughes. For purposes of calculating the amounts
I

available for payment of dividends on Class H stock! ;,
I

and on the $1-213 par value stock, amortization an~J!

adjustment of such purchase accounting adjust- .
I

ments is charged against the amounts available for ! •

the payment of dividends on CM's $1·213 par value!

stock, not the Class H stock. This annual report al~
•

provides supplemental data that enables readers to!

review the financial performance of Hughes, excl~­
ing amortization and adjustment of GM purchase I •
accounting adjustments related to Hughes Aircraft:!

Company.

""Not a part of the Notes to Consolidated Financial Statements. !
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DECLARATION OF SCOTT B. TOLLEFSEN

I, Scott B. Tollefsen, hereby declare under penalty of perjury that:

1. I am a Vice President of Hughes Communications, Inc.

-
-
-
-
-
-
-

2. The foregoing is a true and correct copy of the consolidated financial

statement of Hughes Electronics Corporation (a parent company of

Hughes Communications, Inc.) for the year ended December 31,

1996, including the report of Deloitte & Touche LLP, the company's

independent certified public accountants, as published in the 1996

annual report of Hughes Electronics Corporation.

-
-
-

-

Dated: September 22. 1997
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- Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554

-
-

)
In the Matter of the Application of )

)
HUGHES COMMUNICATIONS, INC. )

)
For Authority to Launch and Operate )
SpaceCast™, an International )
Multimedia Satellite System )

---------------------------)

File No:

.,-

-

-

-
-

Pursuant to §§ 308 and 309 of the Communications Act of 1934, as amended, 47

U.S.C. §§ 308 and 309, Hughes Communications, Inc. (HCI), an indirect wholly-

owned subsidiary of Hughes Electronics Corporation (HE), hereby requests authority

to launch and operate SpaceCast™, a geostationary orbit (GSO) satellite system

offering video and multimedia services in the V-band and Ku-band. The

SpaceCast™ system will be comprised of a total of six satellites at four orbital

positions interlinked via optical (laser) communication links.

SpaceCast™ will contain V-band and Ku-band service links, optical

intersatellite links (ISLs), and telemetry, tracking, and command (TT&C) links. V-

band communications will utilize the 47.2 to 50.2 GHz (Earth-to-space) and 39.5 to

42.5 GHz (space-to-Earth) bands. The Ku-band service links will utilize spectrum

allocated for FSS in the planned, extended, and/or standard bands, or a

- combination thereof, depending on frequency availability at each SpaceCast™

orbital position. Specifically, HCI seeks authorization for 500 MHz of Ku-band-
spectrum within the 12.75-13.25 and 13.75-14.5 GHz (Earth-to-space) and 10.7-12.75

GHz (space-to-Earth) bands.

-
-



HO acknowledges that certain portions of the Ku-band are already in use at

certain of the orbital positions that HCI has proposed for SpaceCast™. HCI expressly

does not seek authority to use any portion of the Ku-band at any orbital position

where that portion is unavailable. The existing uses of portions of the Ku-band at

different orbital positions and differences in the allocations for these bands are the

reasons why HCI has specified a range of Ku-band frequencies currently allocated for

the FSS of which it proposes to use 500 MHz at each orbital position.
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EXECUTIVE SUMMARY

Hughes Communications, Inc. (HCI), an indirect wholly-owned subsidiary of

Hughes Electronics Corporation (HE), hereby requests authority to launch and

operate an international geostationary satellite system to be known as SpaceCast™.

SpaceCast™ is a state of the art satellite system that will provide innovative,

affordable, video and multimedia broadcast, and point-to-multipoint services in the

United States and internationally.

SpaceCast™ serves the growing number of businesses and institutions who

require the capability to distribute video and multimedia content to a diverse and

often international clientele. With the development of Internet-related

technologies and connectivity, video broadcasting is no longer solely the product of

the media businesses that distribute video content and programming today. The

emerging digital-age broadcasters include: "Webcasters" employing "push"

technology to deliver personalized multimedia content without the customer

having to search for it; niche programming providers seeking access to the

increasingly crowded streams of video and multimedia content distribution; and

public and private educational institutions seeking to expand their use of distance

learning.

SpaceCast™, with flexibility derived from a unique architecture, will serve

both new digital broadcasters and established video content distributors. The

innovative SpaceCast™ system design, which enables the use of small beam sizes

and small dishes, allows a content distributor to uplink from a 2.5 meter dish in any

location, even the most remote, and to downlink to a variable sized coverage area

3
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that best suits its needs. The small uplink dish eliminates the expenses associated

with the construction of large feeder link facilities and the backhaul of signals from

the content development location to the feeder-link facility. This reduction in cost

will make satellite broadcasting less expensive and more accessible, thereby allowing

many new broadcasters, small and large alike, to utilize satellite technology for

video and multimedia content distribution.

The additional flexibility provided by a variable sized coverage area -­

broadcasters can select a coverage area ranging in size from a city to a larger area to

the entire contiguous U.S. and beyond - allows broadcasters to tailor the reach of

their signal to the nature of their content and audience. This ability to target

broadcast areas will vastly expand the selection of video and multimedia content

available to customers beyond that which today's many channel universe allows.

5paceCast™ users will have the flexibility to select from a family of terminals

ranging from a 45 cm (18 inches) or 1 meter (39 inches) receive-only dish to a 2.5

meter (approximately 8 feet), two-way dish, depending on the services and

transmission rates they desire. Ultimately, the mix of channel type, coverage, and

dish size will be determined by the market and advances in compression

technology.

To further serve the video and multimedia distribution market, HCI has

designed SpaceCast™ to offer a wide range of transmission rates, from multiplexed

384 kbps - used for compressed video - to 155 Mbps - for high speed, high capacity

applications, such as high resolution video cache services - and a wide variety of

rates in between. In addition to providing a greater range of service choices for the
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